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August 18,2005 

Mary R ~ P P  
Secretary of the Board 
National Credit Union Administration 
1 775 Dlr ke Street 
Alexandria, VA 223144428 

Re: Proposed Amendments to 12 CFR Pa* 713 and 741 ; Fidelity Bond 
and Insurance Coverage for Federal C d l t  Unlons 

Dear Ms. Rupp: 

By letter dated July 22,2005, CUNA Mutual Gmup had previously provided the NCUA 
with our comments on the above subject matter via overnight delivery. In reviewing the 
NCUA's website, it appears as though these comments have not been posted. In the 
event these comments were not received by the NCUA, endosed please find an 
additional copy. 

Again, CUNA Mutual Group appreciates the opprtun2ty to comment on these proposed 
rule changes. 

Sincerely, 

Assistant Vice President & Associate General Counsel 

RO. Box 1084 rn 5910 ~Inard  P d n r  w d  a Ivkd&on, WI 53701-1064 
Bluhms ~ 2 3 8 - ~ 1  . 800)PP-2644 r Fa*: M1812xulm 



Mary RUPP 
Secretary of fhg Board 
National Credit Union Administration 
1 775 Duke Street 
Alexandria, VA 223143428 

& CUNA MUTUAL GROUP 

d 

RE: P w  hndmants to 42 CFR Pwts and 744; Witty Bond 
and Insumn- Cowerage fur -1 Wit Uniorm 

Dear Ms. Rupp: 

The campanh 4 the C U M  Mutual Graup (-A Mutual*) era, pleased to pmvide 
comments on the k t h a l  CmM Unbn AdminktmtWr ("NCUA'sn) proposed 
amendments to 12 C R  FWa 713 a d  741 mi$tingta Fklity k n d  and Insurance 
Coverage for Fedemf Credit Unhs. CUNA Mutual is the I M i n g  Rnancial setvim 
organization swing Wit unions and madit unkn metprbem In the nation today, Our 
sde mission is to weate financial m r t y  Par boRh mdit unions and di? union 
members. We thank you far this oppmhffy to comment on these proposed 
arntmhnents. 

NCUA is pmping to inmaw the maximurn n l W M e  Wuctible for fidelity bond 
coverage required under t 2 CFR Part 71 3 fw tmdh that qualify under the 
NCUA's Regulatory Flexibility Pragram, from a mxhnum of $200,000 to up to a 
maximum of $1,000,000. CUNA Mutual generally agrees with the NCUA's view that 
well run credit unions with substantial net worth are in a position to absorb risk in excess 
of $200,000, sm8 w$qmw&L -* 

NCUA b ako proposing to Inemme the minimum fidelity bond covetage requid under 
Part 71 3, CUNA Mutual also generally agmes that th k proposed ammndment properly 
re f la  the fad that the Ask environment In which d# unbns qmrate has increased 
since the eumrrt minimums were first put it place, However, it is on the point that 
CUNA Mutual feels Is Imp- to comment Mhw. 

The NCUA requirements warding klarrance under I 2  CFR Part 71 3.3 have always 
been limited to the Rdetlty r)sb of fraud and dishomsty by employees, directors, officers 
and volunteers. As hat! km p o i M  out by other eomrnmtabm on thew proposed 
amendments, in today's mrld Be &k wpaurw fadrig credit unions, like all financial 



institutions, are much bmder than thew traditional fide1Ry rfsb. In gartiwhr, credit 
unions face growing liability eqmutes w h h  may pose equal, if not g&r, risk to the 
safety and soundness of credit u n h s  then traditional fldellty exposures. 
For example, l i M l H y  exposures sumnding privacy issues have increased for all 
business in today's wmmsrce envtromt. EtddMally, as a d i t  unions become 
more invotved in providing fee based sewkes to their m m b m ,  professional Iiablity 
exposures are increasing as well. In our experience, by talking about insurance 
cumrage d e b  In terms of the band, credit unhm are I& wifh the misproeption that 
the bond 'covers everything." We am commed thet by continuing to focus solely on 
fidelity exposures covered under the basic fidelity bond, the NCUA rules may 
perpetuate this mlsparceptron. 

We would encourage the NCUA to consider whether it may be appropriate in today's 
environment to look more broadly at the risk exposures facing credit unions to 

ma werage. C U M  Mutual 

providing the NCUA with any insight we m@M h e  R%MJI our p m p d w  as the leading 
p W e r  of insurance and risk management sewha for dPt unions. 

Again, we thank yau far the oppwhity to aomnent on these proposed amendments. if 
the NCUA staff has any qumhs regarding our olwnments, or if we mn be of further 
assistance, please do not hesitate to contact us. 

Sincerely, 

John ChWenson 
Assistant V i i  P~~ & Assock General Counsel 


